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STOCKHOLDERS OF MINNESOTA CORPORATIONS are sub- 
ject to a double liability under Section 3, Article 10 of the Minnesota Con- 
stitution, which provides: “Each stockholder in any corporation, excepting 
those organized for the purpose of carrying on any kind of manufacturing 
or mechanical business, shall be liable to the amount of stock held or 
owned by him.” The Revised Laws of 1905, Sections 3184-3190, prescribe 
the mode of enforcing the liability. Under this statute proceedings were 
instituted in the Minnesota Courts by a receiver of an insolvent Minnesota 
corporation to enforce the double liability of its stockholders for the pay- 
ment of its creditors. An order of the court was issued levying assess- 
ments upon the stockholders to an amount equalling the full par value of 
their stock, requiring the assessments to be paid to the receiver within 
stated periods, and directing the receiver, in case any of the stockholders 
should fail to pay the assessments within the time prescribed to institute 
actions within or without the State to enforce the assessments. Pursuant 
to this order the receiver subsequently commenced actions in the State of 
Wisconsin against two stockholders in that State. The cases were dis- 
missed from the lower courts on the ground that any right of action of 
the receiver was based on the principle of comity between the States and 
such comity could not be invoked to enforce a liability which was contrary 
to the settled policy of Wisconsin with regard to stockholders in its own 
corporations. This view was sustained by the Supreme Court of Wisconsin 
and appeal was taken therefrom to the Supreme Court of the United States. 
(Theodore R. Converse, Receiver, Plaintiff in Error v. Caroline A. Hamil- 
ton, and Theodore R. Converse, Receiver, Plaintiff in Error v. Jeneva S. 
McCauley, decided April 1, 1912, not yet reported.) 

The Court, in reversing the judgments, holds that under the Minnesota 
statute above cited, the receiver is not an ordinary chancery receiver or 
arm of the court appointing him, but a quasi assignee and representative of 
the creditors, and when the order levying the assessment is made, he be- 
comes invested with the creditors’ rights of action against the stockholders 
with full authority to enforce the same in the courts of that State and else- 
where; that the liability of stockholders in its own corporations is a matter 
peculiarly within the regulatory power of the State of Minnesota; that the 
liability of the stockholders is contractual, not penal, and that proper pro- 
ceedings were had in the Minnesota courts to establish that liability. 
Therefore, the receiver's right to maintain the actions in the Wisconsin 
courts did not turn upon a question of comity, but was a right asserted 
under the Constitution and laws of the United States which provide that 
full faith and credit shall be given in each State to the public acts, records 
and judicial proceedings of every other State. The plaintiff in this case 
had previously, as receiver, been successful in enforcing his right to main- 
tain an action in the courts of New York against a stockholder residing in 
that State (Bernheimer v. Converse, 206 U. S. 516), und also in Connecticut 
(Converse v. First National Bank of Suffield, 212 U. S. 567). 


THE WORKMEN’S COMPENSATION LAW OF MICHIGAN was 
signed by the Governor on March 20th last, and will go into effect on 
September Ist, 1912. The act does not apply to domestic servants and farm 
laborers, but with respect to other employes the common law defenses of 
contributory negligence, fellow servant rule and assumption of risk are 
abolished in actions to recover damages for personal injury sustained in 
the course of employment, or for death resulting therefrom. Employers 
accepting the compensation feature of the law are not deprived of these 
defenses, however, if the employe chooses to recover by action at law. The 
compensation feature of the law is compulsory as to the State and its sub- 
divisions, and elective as to all other employers. Such election on the part 
of the employer is made by filing a statement with the Industrial Accident 

















Board, and may be terminated by filing a notice to that effect at least thirty 
days prior to the expiration of the first or any succeeding year. When the 
employer has accepted the compensation plan his employes are deemed to 
have accepted unless contrary notice is given. The compensation provided 
by the act includes reasonable medical and hospital services for the first 
three weeks after the injury, and in addition payments based upon the 
earnings of the employe, as follows: In case of death when the deceased 
leaves one or more persons wholly dependent upon his earnings 
for support at the time of the injury, a weekly payment equal to one- 
half his weekly wage for a period of three hundred weeks from the 
date of the injury. In case the deceased leaves dependants only partly de- 
pendent upon his earnings for support, the compensation is proportioned 
according to the amount contributed by the employe to such partial de- 
pendants at the time of his injury. In case of the deceased leaving no 
dependants the employer is required to pay the reasonable expenses of his 
last sickness and burying, not exceeding two hundred dollars. In case of 
an injury resulting in total incapacity the compensation is at the rate of 
one-half of the average weekly wages of the employe for a period not 
greater than five hundred weeks, the aggregate compensation not to exceed 
four thousand dollars. In no case shall the weekly payments be more than 
ten dollars or less than four dollars. In case of partial incapacity for work, 
resulting from injury, the scale of compensation varies with the nature of 
the injury according to the schedule set forth in the law. No compensation 
is paid for any injury which does not incapacitate the employe for a period 
of at least two weeks from earning full wages. If the disability extends 
beyond two weeks compensation shall begin on the fifteenth day after the 
injury. If the disability continues eight weeks cr longer the compensation 
shall be computed from the date of the injury. 

The act provides four methods for paying the compensation. First, 
it may be paid directly by the employer upon his furnishing satisfactory 
proof to the Industrial Accident Board of his solvency and financial ability; 
Second, by insuring against such liability in any employers’ liability com- 
pany authorized to take such risks in the State; Third, by insuring against 
such liability in any employers’ insurance association organized under the 
laws of the State; Fourth, by contributing to an “accident fund” in the 
hands of the State under the administration of the Commissioner of Insur- 
ance. It is optional with the employer as to which of the four methods 
he will adopt. 

An Industrial Accident Board is created by law to which disputes and 
controversies concerning compensation shall be submitted. All agreements 
between employers and employes as to compensation must be filed with 
and approved by the Board, before they shall be deemed final and binding 
upon the parties thereto. In case of failure to reach an agreement as to 
compensation, either party may notify the Industrial Accident Board, who 
shall thereupon appoint a committee of three, one of whom shall be a 
member of the Industrial Accident Board, and the other two named re- 
spectively by the two parties. After the arbitration committee has reached 
a decision it shall stand as the decision of the Industrial Accident Board, 
unless a claim for review is filed by either party within seven days. If a 
claim for review is filed the Industrial Accident Board shall review the 
decision of ‘the arbitration committee. The finding of facts made by the 
Industrial Accident Board shall be conclusive in the absence of fraud, but 
the Supreme Court may review questions of law involved in any final 
decision of the Board provided application is made by the aggrieved party 
within thirty days after such decision by certiorari, mandamus, or by 
any other method permissible by the rules and practice of the court. A 
certified copy of any decision of the Industrial Board of an Arbitration 
Committee, when no claim for review is made, may be presented by either 
party to the Circuit Court of the county in which the accident occurred, 
upon which the court shall, without notice, render a judgment in accordance 
therewith, which shall have the same effect as though duly rendered in an 
action tried and determined by the court. 
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FOREIGN CORPORATIONS IN ALABAMA are prohibited from 
doing a sinele act of business in that State, if done in the exercise of their 
corporate fuactions, before complying with the laws regulating their admit- 
tance (Geo. W. Muller Manufacturing Co. v. First National Bank of 
Dothan, 57 So. Rep. 762). In this case the unqualified foreign corporation 
entered into a contract to furnish and decorate the interior of a bank 
building, involving the construction of a brick wall, wainscoting, counters 
and fixtures. After the completion of the work it sued for $8,228.87 due 
on the contract. The Supreme Court of Alabama held that it could not 
recover because it had failed to comply with the Constitution and Statutes 
of the State before entering upon its business in Alabama. Quoting from 
the opinion: “These statutes * * * were intended as a police protec- 
tion to the property interests of the citizens of the State, and the enforce- 
ment of same by the courts of the land is imperative, notwithstanding the 


result, in some instances, may appear horrible and be abhorrent to the 
judicial conscience.’ 


PROMOTERS ARE PERSONALLY LIABLE FOR DAMAGES due 
to misrepresentation in prospectuses, under the Laws of New York. In a 
recent case (Downey v. Finucane, et al., Court of Appeals of New York, 
decided April 12, 1912, not yet reported) the court held that all the mem- 
bers of a syndicate which promoted a corporation and sold its securities 
were liable, without reference to their own moral guilt or innocence, in 
damages for vhe fraud of an agent who made certain misrepresentations in 
the prospectus and thereby induced the purchase of securities. The pro- 
moters, who were also directors of the company, contended that the agent 
was not acting for the individual members of the syndicate, but solely as 
the agent of the corporation, and this being so, they could not be held 
liable for his fraudulent misrepresentations, except so far as they were 
chargeable with personal knowledge of the act claimed to be fraudulent, 
but their own testimony showed that they were promoters, and that what- 
ever functions they assumed, whether as directors or otherwise, were in 
furtherance of a common enterprise to market the securities of the cor- 
poration. The prospectus was held to contain fraudulent misrepresenta- 
tions, not only on consideration of the facts stated, but the facts suppressed. 


CORPORATIONS HAVING STOCK WITHOUT PAR VALUE 
MAY NOW BE FORMED UNDER THE LAWS OF NEW YORK. 
The proposition to remove the dollar mark from shares of stock is by no 
means a new one. As far back as 1892 the proposition was reported favor- 
ably to the New York Bar Association, but no further action was taken 
at that time. In 1899 Mr. Francis Lynde Stetson presented testimony on 
the subject before the United States Industrial Commission, in which a 
statement was made that the proposition, though somewhat radical, was 
not altogether novel, as it embodied a principle adopted in corporation 
laws in Germany. The proposition was ably discussed and supported by 
the late Mr. Edward M. Shepard in his address before the New Hamp- 
shire Bar Association in 1906, and he often addressed the profession on the 
subject throughout the country. In 1907 the idea found a practical exposi- 
tion in the “ore certificates” issued by the trustees of the Great Northern 
Iron Ore Properties. Ex-Govefnor Edward C. Stokes of New Jersey in 
his message to the New Jersey Legislature of 1908, covered several pages 
with a statement of arguments in favor of the plan and strongly recom- 
mended its adoption as alternative side by side with the present law of 
that State. In 1910 the principle received distinguished support in a pro- 
posal of the attorney-general of the United States to allow such a class 
of corporations under the proposed federal incorporation act. And again 
in 1911 the Hadley Railroad Securities Commission went to some length 
in its report in advocating the issue of shares without par value. In 1909, 








Messrs. Francis Lynde Stetson, Edward M. Shepard and Victor Morawetz 
having been appointed a special committee by the New York Bar Associa- 
tion for that purpose, prepared a bill to amend the corporation law of New 
York permitting the formation of corporations having capital stock divided 
into shares without assignment thereto of any value in money. The bill 
was introduced into the New York Assembly in February, 1909, and after 
passing both branches of the legislature was vetoed by Governor Hughes, 
although favored in principle by him as an important departure with regard 
to the capitalization of corporations, on the ground that the law in the form 
contained in the bill would not be adjusted in a suitable way to the tax laws 
of the State. The committee of the New York Bar Association was con- 
tinued in 1910 and 1911, Mr. Louis Marshall taking the place of Mr. Shepard 
upon the latter’s death. In March, 1912, a new bill was presented to the 
New York Legislature drafted with a view of obviating the objections there- 
tofore made. The bill became a law by the Governor’s signature on April 
15. In commenting upon the signing of the bill Governor Dix expressed 
himself as feeling sure “that the future will prove the great value of the 
measure to corporations and investors.” The law is in full as follows: 


STATE OF NEW YORK—LAWS OF 1912. 
CHAPTER 351. 


AN ACT—TO AMEND THE STOCK CORPORATION LAW, IN 
RELATION TO CORPORATIONS HAVING SHARES OF CAP- 
ITAL STOCK WITHOUT NOMINAL OR PAR VALUE, 


The People of the State of New York, represented in Senate and As- 
sembly, do enact as follows: 


Section 1. Article two of chapter sixty-one of the laws of nineteen 
hundred and nine, entitled “An act relating to stock corporations, constitut- 
ing chapter fifty-nine of the consolidated laws,” is hereby amended by add- 
ing at the end of said article five new sections, to be sections nineteen, 
twenty, twenty-one, twenty-two and twenty-three of such chapter, to read 
respectively as follows: 


§19. ISSUANCE OF SHARES OF STOCK WITHOUT NOMINAL 
OR PAR VALUE. 

Upon the formation or the reorganization of any stock corporation, 
other than a moneyed corporation, and other than a corporation under the 
jurisdiction of any public service commission, the certificate of incorpora- 
tion may provide for the issuance of the shares of stock of such corporation, 
other than preferred stock having a preference as to principal, without any 
nominal or par value by stating in such certificate: 

(1) The number of shares that may be issued by the corporation, 
and if any of such shares be preferred stock, the preferences thereof. If 
such preferred stock or any part thereof shall have a preference as to 
principal, the certificate shall state the amount of such preferred stock 
having such preference, the particular character of such preferences, and 
the amount of each share thereof, which shall be five dollars or some 
multiple of five dollars, but not more than one hundred dollars. 

(2). The amount of capital with which the corporation will carry on 
business, which amount shall be not less than the amount of preferred 
stock (if any) authorized to be issued with a preference as to principal, and 
in addition thereto a sum equivalent to five dollars or to some multiple of 
five dollars for every share authorized to be issued other than such pre- 
ferred stock; but in no event shall the amount of such capital be less than 
five hundred dollars. 

Such statements in the certificate shall be in lieu of any statements 
prescribed by the law under which the corporation shall have been formed 
or reorganized as to the amount or the maximum amount of its capital 
stock or the number of shares into which the same shall be divided, or 
of the amount or the par value of such shares. 

Each share of such stock without nominal or par value shall be 
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equal to every other share of such stock, subject to the preferences given 
to the preferred stock if any authorized to be issued. Every certificate for 
such shares without nominal or par value shall have plainly written or 
printed upon tts face the number of such shares which it represents and the 
number of such shares which the corporation is authorized to issue, and 
no such certificate shall express any nominal or par value of such shares. 
The certificates for preferred shares having a preference as to principal 
shall state briefly the amount which the holders of each of such preferred 
shares shall be entitled to receive on account of principal from the surplus 
assets of the corporation in preference to the holders of other shares, and 
shall state briefly any other rights or preferences given to the holders of 
such shares. 

Such corporation may issue and may sell its authorized shares, from 
time to time, for such consideration as may be prescribed in the certificate 
of incorporation, or as from time to time may be fixed by the board of 
directors pursuant to authority conferred in such certificate, or if such 
certificate shall not so provide, then by the consent of the holders of two- 
thirds of each class of shares then outstanding given at a meeting called 
for that purpose in such manner as shall be prescribed by the by-laws. Any 
and all shares issued as permitted by this section shall be deemed fully paid 
and non-assessable and the holder of such shares shall not be liable to the 
corporation or to its creditors in respect thereof. 


§20. COMMENCEMENT OF BUSINESS; AUTHORIZED DEBTS. 


No corpcration formed pursuant to section nineteen hereof shall 
begin to carry on business or shall incur any debts until the.amount of 
capital stated in its certificate of incorporation shall have been fully paid 
in money, or in property taken at its actual value. In case the amount of 
capital stated in its certificate of incorporation shall be increased as herein 
provided, such corporation shall not increase the amount of its indebtedness 
then existing until it shall have received in money or property the amount 
of such increase of its stated capital. The directors of the corporation 
assenting to the creation of any debt in violation of this section. shall be 
liable jointly and severally for such debt; but no action shall be brought 
under the foregoing provision of this section unless within one year after 
the debt shall have been incurred the creditor shall have served upon the 
director written notice of intention to hold him personally liable for such 
debt. Any director who, because of any such liability under this section, 
shall pay any debt of the corporation, shall be subrogated to all rights 
of the creditor in respect thereof against the corporation and its property 
and also shall be entitled to contribution from all other directors of the 
corporation similarly liable for the same debt and the personal representa- 
tive of any such director who shall have died before making such contri- 
bution. 

No such corporation shall declare any dividend which shall reduce the 
amount of its capital below the amount stated in the certificate as the 
amount of capital with which the corporation will carry on business. In 
case any such dividend shall be declared, the directors in whose adminis- 
tration the same shall have been declared, except those who may have 
caused their dissent therefrom to be entered upon the minutes of such 
directors at the time or who were not present when such action was taken, 
shall be liable jointly and severally to such corporation and to the credit- 
ors thereof to the full amount of any loss sustained by such corporation or 
by its creditors respectively by reason of such dividend. 


§21. TAXATION. 


The organization tax payable under section one hundred and eighty 
of the tax law by any corporation issuing such shares without designated 
monetary value shall be at the rate of five cents on each such share which 
the corporation is authorized to issue, and a like tax upon any subsequent 
increase thereof. The tax payable under section two hundred and seventy 
of the tax law in respect of any sale or agreement of sale or any memoran- 











dum of sale or delivery or transfers of shares or certificates of any share 
without designated monetary value hereafter issued by any such corpora- 
tion issuing such shares shall be at the rate of two cents for each and every 
share of such stock so transferred. The franchise tax upon any corporation 
issuing such shares of stock payable under section one hundred and eighty- 
two of the tax law shall be determined by the amount of the gross assets 
of such corporation employed in any business within this State, less such 
proportion of its liabilities as shall represent the ratio of its gross assets 
employed in any business within this State to its entire gross assets wherever 
employed in business, and the rate of such franchise tax shall be fixed in the 
manner provided in said section one hundred and eighty-two of the tax law. 
For this purpose the rate of dividends shall be computed by dividing the 
total amount of dividends which have been paid during the year by the 
amount of assets of the corporation upon the first day of such year. 


§22. INCREASE OR REDUCTION OF SHARES OR CAPITAL. 


Any corporation formed or reorganized pursuant to section nineteen 
may amend its certificate of incorporation so as to increase or to reduce 
the number of shares which it may issue, or so as to increase or to reduce 
the amount of its stated capital, by filing, in the manner provided for the 
original certificate of incorporation, a certificate of amendment under seal 
executed by its president or a vice-president and by its secretary or its 
treasurer, stating the amendment proposed and that the same has been 
duly authorized by a vote of a majority of the directors and also by the 
vote of the holders of at least three-fifths of the outstanding shares of each 
class issued by the corporation, at a meeting of the stockholders called for 
the purpose in the manner provided in section sixty-three hereof, and by 
filing with such certificate of amendment a copy of the proceedings of such 
meeting, made, signed, verified and acknowledged by the president or a 
vice-president and by the secretary or the treasurer of the corporation; but 
an amendment cannot be made under this section unless as so amended 
the certificate of incorporation could lawfully have been filed under sec- 
tion nineteen of this chapter. In case of a reduction of the amount of 
capital of a corporation, a certificate setting forth the whole amount of 
the ascertained debts and liabilities of the corporation shall be made, signed, 
verified and acknowledged by the president or a vice-president and by the 
secretary or the treasurer of the corporation and shall be filed with the 
certificate of amendment; and such certificate of amendment shall have 
endorsed thereon the approval of the comptroller to the effect that as so 
stated the reduced amount of capital is sufficient for the proper purposes of 
the corporation and is in excess of its ascertained debts and liabilities. 


§23. AMOUNT OF CAPITAL STOCK AND OF SHARES WITHIN 
MEANING OF OTHER LAWS. 


For the purpose of any rule of law or of any statutory provision (other 
than the foregoing sections nineteen, twenty, twenty-one and twenty-two) 
relating to the amount of the capital stock of a corporation or the amount 
or par value of its shares, the aggregate amount of the capital stock of 
any such corporation formed pursuant to section nineteen hereof shall be 
deemed to be the aggregate amount specified in the certificate or amended 
certificate of incorporation or of reorganization as the amount of capital 
with which the corporation will carry on business; the amount or the par 
value of each share of preferred stock having a preference as to principal 
shall be deemed to be the amount thereof so specified in such certificate or 
such amended certificate; and the amount or the par valde of each other 
share shall be deemed to be an aliquot part of the aggregate capital so 
specified in such certificate or in such amended certificate in excess of the 
specified amount (if any) of the preferred stock therein authorized to be 
issued with a preference as to principal. 

Section 2. This act shall take effect immediately. 

Approved by the Governor April 15, 1912. 
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The Double Liability of Stockholders 


in Minnesota Corporations is an element of danger to investors. 


Stockholders in the corporations referred to may be called upon 
in case of insolvency to contribute an amount equal to the par 
value of their stock. 


The Supreme Court of the United States, in cases referred to 


on another page of this Journal, has held that this liability may be 
enforced against persons residing in any State. 


In contrast, we call attention to the laws of Maine with their 
favorable provisions relating to stockholders’ liability. 


Original subscribers to stock are liable only for the unpaid 
portion of their stock for debts contracted during their ownership ; 
and even this liability does not pass to the transferee if the stock 
is issued as non-assessable. 
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